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Illinois Department of Labor 


CONSISTENT set of figures on 
At: size and distribution of 
the labor force of the State 
of Illinois for the period since the 
U. S. Census was taken in March, 
1940, is difficult to devise. How- 
ever, since the writer has an un- 
usual opportunity to review data 
from a number of sources which 
are not readily available in pub- 
lished form, a comprehensive sur- 
vey of labor force statistics and 
their significance has been at- 
tempted in this article. The figures 
used are not, in any sense, con- 
sidered as final but the trends 
which they reveal are significant. 
If the persons in the armed 
forces from Illinois are considered 
as members of the labor force, as 
they very properly should be, more 
persons have been added to the 
labor force of this State in the 
past four years than in the pre- 
ceding twenty years. The writer 
estimates that 780,000 persons have 
been added to the State’s labor force 
in the four years since March, 1940, 
as compared with 737,000 added in 
the period between 1920 and 1940. 


Labor Force and Population 
Growth 


The increase in the number of per- 
sons 14 years and over as compared 
with that of the labor force’ for the 
period since 1900 can be observed 
even in the contracted scale of Chart 
1. Only in the decade 1900-1910 did 


the percentage of increase in the 
labor force exceed that for the popu- 
lation of 14 years and over, whereas 
in the decade from 1930-1940 the 
percentage of increase for the labor 
force was the lowest in relation to 
that for the population since the 
beginning of this century. This lower 
rate of increase in the labor force 
reflects such economic and social 
changes as the longer years of 
schooling for young persons, as well 
as the retirement of workers at an 
earlier age, either voluntarily or 
otherwise, from the labor force, and 
the counteracting factor of the larger 
proportion of women who joined 
the labor force during this period. 

Despite these diverse tendencies, 
however, the ratio of persons in the 
labor force to the total population 
of 14 years and over has remained 
fairly constant except for the be- 
ginning and the end of the forty- 
year period. In 1940 the labor force 
was only 53 per cent of the persons 
of 14 years or older as compared 
with 56 per cent in 1910. The drop 
in the proportion of the persons in 
the labor force to the total popula- 
tion of 14 years and over, explains, 


*For the purposes of this article “gain- 
ful workers” as defined in the Census 
from 1900-1930 and “labor force’ as 
defined in 1940 have been directly com- 
pared. Because of differences in these 
concepts, the figures are not strictly 
comparable. For discussion of these 
differences see the Sixteenth Census 
of the U. S. Population, Vol. III, The 
Labor Force, pp. 5-6. 
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no doubt, how such a rapid increase 
was possible between 1940 and 1944. 

The potential labor reserve of per- 
sons who were in school, retired, 
engaged in house work or household 
duties, and living on incomes was 
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CuHart 1 
CoMPARISON OF THE ILLINOIS PoPuULA- 
TION 14 YEARS AND Over WITH 
THE Laxpor Force, 1900-1944 
(in millions) 


larger in 1940 than in earlier pe- 
riods. As job opportunities improved 
and patriotism became a factor, 
many persons were attracted into the 
labor force from this reserve group 
between 1940 and 1944. The propor- 
tion of persons in the labor force to 
the total population of 14 years and 
over has increased so astoundingly 
in the last four years that it is 
higher than in any other period in 
the State’s history. A study of popu- 


lation estimates and labor force es- 
timates for 1944 indicate that this 
ratio is close to 60 per cent. 

This high ratio probably comes 
close to touching the limits of labor 
force expansion without a compul- 
sory labor draft or a great change 
in household customs of the popu- 
lation. From this point on, for the 
duration of the war emergency, 
transfer of workers from unessen- 
tial or less essential occupations and 
industries will be necessary to a 
much greater extent than has been 
the case in the past. This necessity 
for the optimum use of the labor 
force will extend to all types of 
workers rather than to just those 
with special skill, as has previously 
been the case. 

The peak in the State’s industrial 
employment appears to have been 
reached at the end of 1943. Monthly 
reports to the Illinois Department of 
Labor from a sample group of in- 
dustrial establishments, which em- 
ploy approximately 35 per cent of 
the total nonagricultural employees 
of the State, showed a continuous 
advance in employment each month 
as compared with the preceding 
month from June, 1940, until the 
beginning of 1944, with the excep- 
tion of a seasonal drop in January 
of each of the years and a slight 
break in the first part of 1942 for 
the period of conversion to full war 
production. In each of the first three 
months of 1944 a decrease in indus- 
trial employment was shown by the 
combined reports for this sample 
group of firms. The March, 1944, 
level of employment for this sample 
group was approximately that of 
October, 1943, but was off 3 per 
cent from the December peak. 
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First Quarter of 1944 


Although the employment decline in 
the first quarter of 1944 did not 
involve a very large number of em- 
ployees, it may well mark the turn- 
ing point from the continuous ex- 
pansion in labor force that has oc- 
curred in the past four years. The 
decreases in employment that were 
reported by these firms for the first 
quarter of 1944 constitute the most 
pronounced break that has occurred, 
with the exception of the period of 
conversion in the first part of 1942. 

The March, 1944, decline, unlike 
those for January and February, re- 
flects a substantial reduction in man- 
ufacturing employment. Some of the 
decline between February and March 
is directly attributable to cutbacks 
in production in certain ordnance 
fields, such as ammunition and tanks, 
as well as to suspended production 
caused by changes in plane models. 
These cutbacks and changes caused 
a substantial part of the March 
employment declines in such manu- 
facturing industries as machinery 
and machine tools, blast furnaces, 


automobiles, miscellaneous transpor- . 


tation equipment, in which air- 
craft and parts are classified, and 
in the explosives industries. To what 
extent the decrease in employment 
reflects a shortage of man power, or 
changes and reductions in war con- 
tracts, cannot be estimated from the 
sources of available information, but 
both factors have been in operation. 

With a large proportion of po- 
tential young workers being diverted 
from employment to the armed 
forces and a large number of per- 
sons now in employment also being 
withdrawn for military service, the 


point has been reached in many 
areas of the State at which indus- 
trial employment cannot be retained 
at present levels without migration 
of workers or drastic changes in the 
habits of the part of the population 
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DISTRIBUTION OF ILLINOIS LazBor Force, 
Marcu, 1940, June, 1943, 
AND Marcu, 1944 


(in millions) 


not now in the labor force. Normal 
flow into the labor force will no 
longer be sufficient to maintain 
present levels of employment with 
the expected military drain. 


Obtaining Industry Estimates 
Since 1940 


With the growth of the labor force 
and the general trend of employment 
for the State in mind, the indus- 
trial breakdown of the employed 
group may be examined. For some 
years to come the Sixteenth Census 
of Population, taken in March, 1940, 
will have to serve as the bench mark 
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TABLE I 


EstiMATED Lapor Force 1n ILLinois Marcu, 1940, June, 1943, anp Marcu, 1944 
(in thousands) 


Gateus ef Estimated Labor Force Retna 
Population March 1040— 
March, 1940 ae 
June, 1943 | March, 1944 | March, 1944 
TOTAL ILLINOIS LABOR FORCE....... 3,361 4,130 4,141 +23 
SAR ALY Ch ce istente Sec saetsdvea la een th men easioeuereroiend ie 600 675 +5092 
Unemployed and Emergency Work........ 486 50 35 —93 
EMPLOYED—ALL INDUSTRIES........ 2,862 3,480 3,431 +20 
Agriculture, forestry, fisheries............. 284 309 2S — 3 
Mining andiquarryingecem ccm © oer ee 49 49 51 + 4 
Wonstry ction xe, g oe oreeieseio es easvsobie lace sae 107 90 55 —A49 
RIVE cRTEUT A CUMIEL ED tc 5: aiaieiey o's. ae, alaver a wheveilerel wueyeile 819 15255 1,290 +58 
Transportation, communication, and other 
EDS ICICLE sory stata eh Mivinte wave eheeKs vos 250 312 314 +26 
Wholesale and retail trade................ 561 580 565 +1 
Finance, insurance, and real estate. 116 107 104 —10 
Services—business, personal,and professional 449 443 447 -—1 
Governmen tore: cnt titenremiye eens tysteiorm eer 189 282 278 +47 
Not elsewhere classified. ................- 38 Si 52 +37 


for estimates of the labor force and 
changes in total employment for the 
different industrial segments of the 
population. 

The Census of Population figures 
for 1940 were used as, the bench 
mark in preparing these industry 
estimates, but even the Census fig- 
ures have to be considered as ap- 
proximations. Any person who in- 
terviewed the census taker and gave 
information, not only for himself 
but for other members of his house- 
hold, will realize that even members 
of one’s family are not always well 
qualified to give the detailed type of 
occupational information which the 
census taker has to secure. Further- 
more, the detailed instruction and 
interpretations prepared for the cen- 
sus taker have only to be read to 
realize that even at the best the 
Census itself is only a reasonable 
attempt at estimation and is far 
from absolute. 


Another important point to keep 
in mind in connection with the esti- 
mates shown in Table I is that while 
the information on which the Census 
of Population is based was obtained 
by interviewing persons at their 
residences, the information used for 
bringing the estimates up to date is 
secured from employers and refers 
to the place of business. This differ- 
ence in procedure introduces many 
difficulties. To cite only a few: 

(1) The number of persons who 
were recorded in the Census as being 
on emergency work (WPA, CCC, 
NYA) was considerably smaller than 
the number of names on the pay rolls 
of these agencies at that date. This dis- 
crepancy may have arisen out of mis- 
understanding or the unwillingness of 
persons to give one of these agencies 
as their employer. But difficulties arise 
in making adjustments to take this 
fact into consideration. 

(2) Persons in many localities do 
not work in the same city, or county, 


MAY, 1944 5 


or even state, in which they live; for 
these\ groups the Census of Population 
and employer reports cannot be ex- 
pected to tally. 

(3) Some unexplainable differences 
appear in comparing the Census of 
Population and unemployment com- 
pensation data for the comparable 
month—March, 1940. 


There are two main sources for 
information on the changes within 
the State’s labor force since the 
Census: unemployment compensa- 
tion data and reports to the Illinois 
Department of Labor from a sample 
group of employers, who report for 
non-supervisory personnel the total 
number of persons on the pay roll 
and the total amount of wages for 
one pay-roll period in each month. 
These latter reports also form the 
basis for the estimates of nonagri- 
cultural and manufacturing employ- 
ment prepared by the United States 
Bureau of Labor Statistics. 

Neither set of data covers the 
entire employed population. Persons 
working in establishments of less 
than six employees and persons em- 
ployed in agriculture, self-employ- 
ment, government, domestic service 
in private homes, or by railroads, 
nonprofit religious, charitable, and 
educational institutions are not cov- 
ered by the unemployment compen- 
sation information. In March, 1940, 
60 per cent of all persons in the 
labor force who were employed or 
self-employed were covered under 
the State Unemployment Compen- 
sation Act. For the covered indus- 
tries, unemployment compensation 
data provide an excellent basis for 
studying employment trends except 
for the time lag. 


The sample group of employers 
who report monthly to the Illinois 
Department of Labor does not cover 
all industries, and nonmanufacturing 
industries are, for the most part, in- 
adequately surveyed. However, the 
figures are fairly accurate for manu- 
facturing industries, especially when 
adjusted to the Census or to unem- 
ployment compensation data for 
secular trends. 

In addition to these problems in 
securing consistent and accurate 
data for the employed group, an 
official estimate of the number of 
persons entering military services 
from the State has proved impos- 
sible to obtain. Therefore, the ratio 
of the male population of military 
age in the State to that of the nation 
was applied to national figures on 
the strength of the armed forces to 
obtain an estimate of military per- 
sonnel from this State. 


Industrial Distribution of 
Labor Force 


The writer believes that despite the 
high degree of possible error in 
estimates obtained by these methods 
they are of value until more reliable 
and better coordination of available 
data can be accomplished. The final 
estimates derived take into consid- 
eration all factors likely to cause 
variations in the data from the 
actual changes. The estimate shown 
for agriculture, forestry, and fish- 
ery workers, however, is only tenta- 
tive until the revised national 
estimates of the United States De- 
partment of Agriculture become 
available and a more reliable esti- 
mate for Illinois can be secured. 
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Table I, which shows this attempt 
at estimating the labor force and its 
industrial components for March, 
1944, is published with full knowl- 
edge that many flaws may be found 
in it, but it is hoped that the way 
may be opened for preparation of 
current estimates of this nature for 
the State, especially since similar 
figures for the nation are now be- 
ginning to reach a reasonably high 
degree of accuracy. State figures, 
however, are much more difficult to 
prepare as area allocations have to 
be made for certain groups of 
employees. 

The estimates for June, 1943, were 
based on the trend in employment 
since March, 1940, for each indus- 
try-group classification as revealed 
by a study and comparison of the 
number of employees in that group 
covered by unemployment compensa- 
tion and the unpublished industry- 
group estimates of the United States 
Bureau of Labor Statistics. The net 
change shown by this adjusted trend 
was then applied to the Census fig- 
ures for March, 1940, to secure the 
estimates for June, 1943. Since the 
June, 1943, tabulations of workers 
covered by unemployment compensa- 
tion are the latest that are complete 
enough for purposes of estimating 
total employment levels, the esti- 
mates for March, 1944, were built 
by extrapolations, using the trends 
shown in reports by employers to 
the Illinois Department of Labor. 


Employment Changes in the 
Last Four Years 


As shown in Table I, the labor force 
is estimated to have increased 23 
per cent between March, 1940, and 


March, 1944. The increase in all 
lines of employment (including self- 
employment) was 20 per cent for 
the four-year period. The percentage 
changes shown in Table I cover all 
persons who could be classified in a 
given industrial segment. 

As a further indication of trends 
in particular industries, Table IJ, 
which shows the number of em- 
ployees covered by unemployment 
compensation in Illinois in March, 
1940, and June, 1943, by industry 
classifications, is also included. The 
percentage of each classification to 
total covered employment in March, 
1940, and June, 1943, as well as the 
percentage of change in covered 
employment between these two 
months, is shown. Table II can be 
used as a supplement to Table I, 
which shows the estimates for both 
covered and non-covered groups. 

Trend of Employment in the Man- 
ufacturing Industries —A larger in- 
crease in employment has occurred 
in manufacturing industries than for 
any other industrial group. Between 
March, 1940, and March, 1944, man- 
ufacturing employment increased 
more than 50 per cent. This gain 
indicated an average rate of approx- 
imately one per cent a month for 
this four-year period. However, be- 
tween June, 1943, and March, 1944, 
a considerably lower rate of increase 
has prevailed, as the net gain was 
approximately 4 per cent, indicating 
that either employment in this group 
of industries has completed its pe- 
riod of rapid rise and is tending to 
become stabilized or, as the reports 
for the first quarter of 1944 suggest, 
it will begin to decline. 
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TABLE II 


EMPLoYEES COVERED BY THE ILLINOIS UNEMPLOYMENT COMPENSATION 
Act, By Inpustry Groups, Marcu, 1940 anp Jung, 1943 


Covered Employees 


Per- 
centece 
ange 
Industry March, 1940 June, 1943 po: 
Ss 
Number of Number of eyes 
Employees | Per Cent] Employees | PerCent| 1943 
PL OMTVANL cs atantte aisie a’ ereislavereosathssrateate 1,736,442 100.0 2,187,551 100.0 +26.0 
MINING AND QUARRYING...... 51,581 3.0 49,731 2.3 — 3.6 
Bituminous mining: ......0060.0066: 36,447 254 31,948 acs —12.3 
Otherimining sco fcc ereaiie tase els 15,134 0.9 17,783 0.8 +17.5 
CONTRACT CONSTRUCTION.... 48,875 2.8 69 ,363 Si?) +41.9 
MANUFACTURING............... 815,877 47.0 1,235,752 56.5 +51.5 
Textiles, apparel, and other products 
SOM ADTICS ernie sols, case Cleeieiot 74,768 4.3 76,879 aa + 2.8 
Leather and leather products....... 28,549 1.6 30,785 1.4 + 7.8 
Hood processing yea wis caine ese sic eiais 117,931 6.9 141,827 6.5 +20.3 
Printing, publishing, and allied 
MUIG ISEXTES ray, cut cient Sere ovenecereieverees 70,612 4.1 74,028 3.4 + 4.8 
Paper and allied industries......... 19,713 eal 28,632 1.3 +45 .2 
Chemicals and products of petroleum 
BaG (Coals ve eteas eo inetr ere oe 43,538 fae 72,584 nee +66.7 
Stone, clay, and glass products. 23,815 1.4 25,309 shew | + 6.3 
Transportation equipment (including 
alitomobiles)) 4500s) is: ses os etnies 6 19,647 14 104,080 4.8 +429.8 
Lumber and lumber products....... 42,942 25) 40,913 1.9 — 4.7 
Iron and steel and their products (in- 
cluding ordnance), .o..5. sees one 131,058 tek) 299 ,991 1 Sis, +128.9 
Non-ferrous metals and their : 
DLOGUCES waters eiccersos crnisiereeieceys 34,480 2.0 39,317 1.8 +14.0 
Electrical machinery. ...........+. 60,331 3.5 104,329 4.8 +72.9 
Machinery, other than electrical.... 107 ,938 622 151,626 6.9 +40.5 
Other industries). 22... ccs. sees cles 40,555 233 45,452 24 +12.1 
TRANSPORTATION, COMMUNI- 
CATION, AND UTILITIES.... 130,895 Theis} 141,473 6.5 + 8.1 
PEA Dyer ro Petre ieve lets crsvevelassate aysacele's)s 446,475 2527 449 571 20.5 + 0.7 
Wiholesaleitrade® 2, .:.c,. softreset 120,598 7.0 121,973 ists + 1.1 
Retail trade ec oxi avons eaters tis eons 291,853 16.7 305 ,866 14.0 + 4.8 
Miscellaneous trade............-.- 34,024 2.0 21,732 1.0 —36.1 
FINANCE, INSURANCE, AND 
LUO OSH NG BN oe EE Ac orgasicigie 95 ,031 Sis) 92,071 4.2 — 3.1 
ORO CE iyi ae a lara svepeisins 6 (eloivingelejel’ebere 143,631 8. 135,755 6.2 — 5.5 
ESTABLISHMENTS, N.E.C........ 4,077 0.2 13,835 0.6 +239.3 
Trend of Employment in the Con- industry. However, as most war 


struction Industry—The next larg- 
est increase in employees covered 
by unemployment compensation ap- 
peared in the building construction 


plants and military installations have 
been completed, employment in this 
industry has declined sharply since 
June, 1943, hence it is believed that 
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even covered employment as of 
March, 1944, would be below that of 
March, 1940. In analyzing the fig- 
ures shown in Table I for this in- 
dustry, one must keep in mind that 
whereas covered employment showed 
an important gain between March, 
1940, and June, 1943, the same rate 
of increase was not true of the in- 
dustry as a whole. A major part of 
the increase in covered employment 
in this industry represents a shift 
of workers from non-covered to 
covered establishments, since firms 
with important war contracts were 
large firms, and smaller firms were 
practically shut down by the limita- 
tions on private building construc- 
tion. For this reason reliable esti- 
mates for the industry are difficult 
to make, but even though covered 
employment was probably at about 
the same level in March, 1944, as in 
March, 1940, the level of employ- 
ment for the construction industry 
as a whole is estimated to have 
dropped nearly 50 per cent in the 
four-year period. 

Trend of Employment in the Pub- 
lic Utilities Industries—Communi- 
cations, transportation, and public 
utilities showed a gain of 8 per cent 
in covered employment between 
March, 1940, and June, 1943. Rail- 
roads, which are not covered by the 
State Unemployment Compensation 
Act, increased employment by at 
least 25 per cent in this period, ac- 
counting for most of the increase 
shown for the transportation, com- 
munication, and public utilities group 
in the breakdown of the labor force. 


Employment Changes in Other In- 
dustrial Groups—Changes for other 


industrial groups have been less 
marked. Covered employment in 
wholesale and retail trade remained 
at practically the same level in June, 
1943, as in March, 1940, but be- 
tween June, 1943, and March, 1944, 
a decrease in employment occurred. 
The number of covered employees 
in service establishments declined 
between March, 1940, and June, 
1943, by about 5 per cent, but as 
employees in the “not elsewhere 
classified” group showed a consider- 
able gain it is believed that some of 
this decline in the service group 
represents a change in classification 
rather than loss of employment. 
Sample reports to the Illinois De- 
partment of Labor indicate that em- 
ployment increased somewhat be- 
tween last June and this March, but 
was off about 1 per cent for the 
four-year period. 


Industrial Distribution of Em- 
ployment by Areas 


After this attempt at an industrial 
breakdown of the labor force of the’ 
State, some analysis by area is now 
in order. The War Manpower Com- 
mission by April 1 had classified 
nine Illinois market areas—Aurora- 
Elgin, Chicago, Chicago Heights- 
Harvey, De Kalb, Moline, Rockford, 
Springfield - Decatur, Sterling, and 
Waukegan—as ones of acute labor 
shortages. All these areas encompass 
a considerable territory outside the 
boundaries of the cities named. Map 
1 shows the classification of Illinois 
labor market areas. At least 80 per 
cent of the total labor force of the 
State is represented in the areas 
which at that date were declared 
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Map 1 


CLASSIFICATION OF ILLINoIs LaBor Market AREAS BY THE 
War MANrPower Commission, Aprit 1, 1944 


1 Chicago, 2 Chicago Heights-Harvey, 3 Waukegan, 4 Aurora-Elgin, 
5 De Kalb, 6 Sterling-Dixon-Amboy, 7 Rockford, 8 Quad Cities (Moline), 
9 Springfield-Decatur, 10 Freeport, 11 Galesburg, 12 Quincy, 13 Bloomington, 
14 Champaign, 15 Joliet-Kankakee, 16 Kewanee, 17 Peoria-Pekin, 18 Herrin, 
19 Danville, 20 Mount Vernon, 21 Mattoon, 22 La Salle-Ottawa, and 23 Cairo. 
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FRANKLIN 
8,653 | $258 


Wages in (000's) 


SOURCE: Illinois Department of Labor , 
Division of Unemployment Compensation 


Map 2 


ILLINois WorKERS CovERED BY UNEMPLOYMENT CoMPENSATION ACT, JUNE, 1943 
AND TOTAL WAGES AND SALARIES FOR SECOND QUARTER 
or 1943 (Aprit 1st—June 30TH) 
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critical from the standpoint of labor 
supply. 

For various reasons, estimates of 
total labor force in specific labor 
market areas or counties of the 
State have not been attempted. Since 
commuting across county lines pre- 
vails in most of the areas for which 
such estimates would be significant 
and the bench mark would have to 
be the county data of the Census 
of Population matched against em- 
ployer-reported data, the task can 
scarcely be accomplished  single- 
handed and it is doubtful whether 
worth-while results could be ob- 
tained at all from the limited data 
which are available. 

As a substitute for such estimates, 
the number of workers covered by 
unemployment compensation in the 
different counties can be used as a 
guide to industrial employment. Map 
2 gives the number of employees 
covered by unemployment compen- 
sation in June, 1943, and, in thou- 
sands of dollars, the total wages 
paid to covered employees by firms 
in the second quarter of 1943 (April 
1 to June 30, 1943). 

Only 12 of the 102 counties in the 
State had as many as 20,000 workers 
allocated to them in the tabulations 
for unemployment compensation in 
June, 1943.’ These 12 counties com- 
pose the chief industrial areas of the 
State. Cook County is, of course, 
first with nearly a million and a half 
workers (1,445,557). The next most 
important county, Madison, and St. 
Clair County, the fourth county of 


2A total of 124,039 of the 2,187,551 
covered workers were reported for 
multi-area firms and were unallocated 
as to county. 


importance, compose the Illinois sec- 
tion of the St. Louis Metropolitan 
Area. Peoria County, which ranked 
sixth, and Tazewell County, ranking 
eleventh, represent the Peoria Area, 
which is the third most important 
industrial area of the State. Winne- 
bago County, in which Rockford is 
located, ranked as the third most 
important county. Kane County, in 
which Aurora, Elgin, and the other 
cities of the Fox River Area are 
located, ranked fifth among the 
counties. The next counties in order 
of importance in this tabulation 
were: Sangamon, in which Spring- 
field is located; Will, in which 
Joliet is located; La Salle, in which 
La Salle, Peru, Oglesby, and Ottawa 
are located; Lake, in which Wau- 
kegan is located; and Rock Island, 
in which Rock Island and Moline 
are located. The Rock Island Area, 
however, has more industrial work- 
ers than this rank indicates, since 
employees of the Arsenal are gov- 
ernment employees and are not cov- 
ered by the State Unemployment 
Compensation Act. 


Total Wage and Salary Increase 


After an examination of the size 
and distribution of the labor force 
during the war years, the change in 
the amount of wages and salaries 
paid to the workers of the State 
merits consideration. 

In this field, too, the problem of 
building comprehensive and non- 
conflicting data is difficult. Probably 
the best source for the total volume 
of wages and salaries in the State 
is the data prepared by the United 
States Department of Commerce as 
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part of its study of state income 
payments. The Department of Com- 
merce estimated that salaries and 
wages in Illinois increased from 
$3,816 millions for the year 1940 to 
$5,538 millions for the year 1942, or 
an increase of 45 per cent. 

The index of pay rolls computed 
from the reports to the Illinois De- 
partment of Labor shows an in- 
crease of 60 per cent between the 
years 1940 and 1942, but probably 
overestimates the rise because the 
largest gains occurred in the manu- 
facturing firms which are over- 
weighted in the sample group. If 
the change shown between the year 
1940 and March, 1944, in the pay- 
roll index of the Ilinois Department 
of Labor is reduced in proportion to 
the estimates made by the Depart- 
ment of Commerce for the earlier 
part of the period, an increase of 
more than 60 per cent appears to 
have occurred in industrial wages 
and salaries between the year 1940 
and March, 1944. 


Spendable Earnings: Men in 
Illinois Industries 


Weekly earnings of men in the 
sample group of firms reporting 
monthly employment and pay-roll 
data to the Illinois Department of 
Labor averaged $52.16 in February, 
1944, as compared with $31.63 in 
January, 1941. However, this dollar 
increase in their earnings is far 
from a true picture of their relative 
earning position in these two periods. 

The cost of living index of the 
United States Bureau of Labor Sta- 
tistics for large cities increased 23 
per cent between January, 1941, and 


February, 1944. For a man support- | 
ing a wife and two children, the | 
outlay for income tax and a 10 per | 
cent deduction for bonds would cur- | 
rently average between eight and | 


nine dollars a week, leaving a spend- 
able income of $43 or $44 per week. 


If the rise in the cost of living is | 
taken into account, this represents | 


only a 10 per cent improvement in 


“spendable” income and 10 per cent | 
additional for the worker as savings | 


in war bonds. Thus, a 20 per cent 
rise in earnings represents the total 


improvement, on the average, in the | 


worker’s earning position. 

However, men averaged 17 per 
cent more actual hours of work in 
February, 1944, than in January, 
1941, Thus, almost all of a family 
man’s 20 per cent improvement in 


income can be accounted for by the | 
longer hours of work without even | 
considering the premium payments | 
for the overtime hours. Only the | 


difference of 3 per cent in improved 
earning position is left to be ac- 


counted for by such factors as wage- | 


rate increases, shifts to higher-paid 


jobs, and premium payments for | 


overtime. The percentage of in- 
crease in earnings is scarcely suffi- 
cient to be accounted for by pre- 
mium payments for overtime work. 
Despite the large advance in pay 
rolls, men workers are not in an 
improved wage-rate position today, 
when their increased taxes are taken 
into account, as compared with Jan- 
uary, 1941. 


Women’s Spendable Earnings 


Comparison of a woman’s net earn- 
ings, taking into account deductions 
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for taxes, is more complicated be- 
cause of the wide variation in fam- 
ily status of working women. How- 
ever, the comparable position of a 
woman without any dependents for 
the two months—January, 1941, and 
February, 1944—may be of interest. 
Earnings of women workers in the 
sample group of Illinois firms aver- 
aged $30.34 in February, 1944, as 
compared with $17.22 in January, 
1941. Allowing for the increase in 
the cost of living and current weekly 
deductions of nearly $6 for income 
taxes and bond purchases, a woman’s 
spendable income was approximately 
15 per cent more in February, 1944, 
than in January, 1941. 

As the length of the average work 
week for women in the sample group 
of firms increased 12 per cent during 
this period, their earnings indicate a 
relatively greater improvement than 

those of men workers. To a consid- 

erable extent women have an im- 
proved earnings status, because a 
greater proportion of them have 
secured jobs in the higher-paying 
industries during the war period. In 
other words, women averaged about 
12 per cent more work time but had 
15 per cent more spendable wages 
and 10 per cent savings in war bonds 
in February, 1944, as compared with 
January, 1941. Whereas a man’s 
wage-rate position, after allowance 
for increased taxes, is scarcely as 
good in 1944 as it was in 1941, 
women by securing employment in 
higher-paid industries have improved 
their wage-rate position. However, 
the earnings of women workers in 
Illinois still average less than 60 
per cent of those of men. 


What Is the Future Trend 
of Employment? 


This article has pointed out that 
industrial employment for the re- 
mainder of the war period will be 
stabilized at near present levels and 
the normal inflow into the labor 
force will largely go either into the 
armed forces or to replace workers 
who enter military service. With- 
out a labor draft, the growth of the 
labor force will resume its normal 
level of less than one per cent a year 
instead of a rate of nearly 6 per 
cent a year which has prevailed 
during the last four years. 


Postwar Redistribution of the 
Labor Force 


The postwar redistribution of the 
labor force has to be based on some 
hypothesis as to the time of termina- 
tion of both the war in Europe and 
the war in the Pacific, as well as a 
multitude of assumptions as to the 
levels of national income and pro- 
duction and the amount of Ameri- 
can material to be used in foreign 
reconstruction. The problem of es- 
timating and forecast rapidly leads 
to numerous combinations of cir- 
cumstances which make any con- 
clusive answer difficult to obtain. 
Illinois will probably have 600,000 
more workers in the labor force at 
the end of the war period than would 
have been expected at the prewar 
rate of growth. This “excess” of 
workers, which will comprise be- 
tween one-sixth and one-seventh of 
the entire labor force, will be some- 
what reduced by the return to school 
of some persons to complete their 
interrupted education; others are 
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women who will return to the house- 
wife status; and some will remain 
in the armed forces, which are likely 
to be considerably larger than in the 
prewar period. It seems probable 
that the excess labor force group 
could be absorbed without a serious 
increase in unemployment. 


Relatively Short Period of 
Unemployment Expected 


Conversion from a war economy to 
civilian production, even with the 
best of timing, cannot avoid a con- 
siderable amount of unemployment 
during the transition period. If the 
conversion to peacetime products 
proceeds at anywhere near as rapid 
a rate as that to war production, the 
average duration of unemployment 
for each worker will be relatively 
short. Moreover, as production of 
war supplies in different industries 
will not cease simultaneously, and as 
plans are being made for orderly 
methods of reconversion, it seems 
that the conversion for different 
industries and plants may be stag- 
gered so that a smaller number of 
persons will be affected at any one 
time. 

The State Unemployment Com- 
pensation Fund is now in excess of 
$400 millions, which is ample to take 
care of all expected demands for the 
postwar period. The maximum bene- 
fit of $20 a week for 18 weeks 
should see most workers through 
their period of unemployment result- 
ing from conversion. In the transi- 
tion to a civilian economy a very 
substantial number of persons will 
be forced to shift jobs again, but it 


is likely that fewer workers will be | 
forced to change jobs in the post- | 


war shift than in that to war pro-| 


duction, as the plants now in opera- | 
tion will be converted to civilian | 


production and only a part of the. 


war production plants will be closed | 
out. However, the larger number of | 
persons in the work force will make | 
the competition for jobs much keener | 


than it has been for some years. 


Effect of New Government- 
Financed Plants 


One of the most important factors 


to watch in the postwar period is | 


the disposition of the Federally-fi- 
nanced industrial facilities that have 


been located in Illinois during the | 


war period with a total investment 


of nearly $16 billions. In this day of | 
talk in the billions, it is difficult to. 


realize the significance of this invest- 
ment which is about two and one- 


half times the total income payments | 
made to the citizens of this State in | 


1941. It may also be compared with 
the total assessed value of all prop- 
erty in the State in 1938, which was 
less than 6 billion dollars, which on 


a full valuation basis would have | 


about the same value as these added 
industrial plants. Of necessity a 
large portion of this investment will 
be wiped out with the conversion 


from war production, but a substan- 


tial part of the plant and equipment 
may be salvaged to increase the 
productive capacity of this State far 
in excess of that needed to furnish 


jobs to those who chose to remain 


in the labor force. 


Notes on Current Italian Marketing 


Private T. E. Bratrie 
M.S., University of Illinois, 1942 


serious dislocations from the 

war. Shortages of consumer 
goods are more acute than ever be- 
fore, prices are inflated, black mar- 
kets are widespread. These disloca- 
tions, superimposed on customary 
Italian marketing features, bring in- 
to sharp contrast Italian marketing 
as it was in peace and as it is now 
in time of war. 

Except in bombed areas, store 
structures and shopping-district lay- 
outs are much as they were. In the 
stone buildings which extend in a 
continuous row throughout a block, 
the stores and shops occupy the fore 
part of the ground floor, and the 
proprietor and his family live in the 
rear. Each shop, with its limited 
frontage of eight to ten feet, has 
full-length, narrow display windows 
filled with cheap goods poorly ar- 
ranged. At the top of the windows 
and extending completely across the 
store front is a roll of steel slats 
which, like the top of a roll-top desk, 
can be pulled down over the store 
front and locked during siesta and 
at the end of the business day. Al- 
though siesta from two-thirty to 
four o’clock is not observed univer- 
sally, it is widespread enough to be 
a real nuisance to impatient after- 
noon customers. 

Shopping districts in each town 
follow a rather uniform pattern, a 
pattern somewhat similar to that of 
a small city in the United States. 
The principal stores border each 
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side of the main thoroughfare, and 
secondary establishments  straggle 
out along the sidestreets. Practically 
all the stores and shops are indi- 
vidual proprietorships, although a 
few are chain units reminiscent of 
America’s “hole-in-the-wall’ dress 
shops. Each town has in its shopping 
district one or two grocery stores, 
two or three drugstores, two or 
three book stores, several general 
merchandise shops, at least one 
jewelry shop, numerous wine shops, 
many, many barber shops, and an 
open market. Formerly there were 
restaurants and confectionery stores 
also, but most of these have been 
closed “for the duration.” Closed, 
too, are the curbside gasoline pumps. 

Sidewalk stands are a common 
sight within the shopping area and 
here oranges, nuts, figs, and other 
edibles are featured. Now and then 
—but very rarely—lItalian pastries 
are the attraction. The customary 
greeting of hawkers to soldiers is, 
“Hey, Joe! Nuts? Orange?.. 
Vera gude!” This greeting is fol- 
lowed by a dramatic presentation of 
language and gestures lauding the 
merit of the goods. 

Always there are some stands 
selling notions—pencil sharpeners, 
poorly-made pens, postcards, and 
other miscellanea to catch the eye 
of passers-by. Prices at all sidewalk 
stands vary from twenty-five to two 
hundred per cent higher than prices 
of identical products in retail stores; 
usually, however, such prices can be 
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higgled down to or below the retail 
level. Prices picked at random from 
representative stands are set forth 
below: 

Item Price 
Pocket comb (plastic)..... $ .60 each 
Fine-tooth comb, 314” long 1.00 each 


Men SuhOSe, sic tsi wm sieten ets 1.20 a pair 
Kerosene lamp (small and 
DOOTly Made) secret 3.50 each 


Down the crooked streets, lumber 
mule carts carrying produce and 
other vendibles which are sold both 
at wholesale to stores and markets 
and at retail to consumers from door 
to door. In an afternoon one may 
see several cartloads of greens— 
turnip greens, onions, carrots, or 
cauliflower; a cartload of fuel— 
lignite or scrub wood; a cart full of 
freshly butchered meat—pork, lamb, 
and mutton; and cart after cart 
filled with wine casks. At all hours 
of the day and night carts and 
bicycles may be seen hauling prod- 
uce along the roads leading to and 
from the town. 

Store interiors are worth com- 
ment. Quarters are small, crowded, 
cold, and poorly lighted. There are 
few fixtures: a stubby counter 
across the rear of the room; a few 
wall cabinets and storage drawers; 
a charcoal brazier tucked away in a 
front corner; a chair for the pro- 
prietor to sit in during slack hours. 
Now and then an especially pro- 


gressive establishment may have a, 


computing scale and a cash register, 
but more often than not a primitive 
balance scale and a cash drawer 
suffice. Usually there are a wall 
shrine to the Virgin Mary and an 
alms box for the Church. 


Inventories always are limited, 
with “junk” goods predominating. 
There is little effort to display goods 


effectively. What is not thrown on |) 
the counter is crammed into drawers || 
and wall cabinets. A single cabinet | 


may contain a mixture of oil lamps, 
writing material, wine sets, and a 
dozen or more other unrelated items. 


There is no ingress to display win- | 
dows from the interior of the store. | 


If a customer wants an item on dis- 
play in the window, the proprietor 
must go outside and unlock the 
window to get the desired article. 
There are exceptions, of course. 
Some stores follow American layout, 
occupy the full length of the build- 


ing, and have long counters border- | 


ing a center aisle which leads to a 
separate department at the rear of 
the store. One such establishment 
employs four clerks and is making a 
noble — but futile—effort to keep 
“junk” from replacing quality goods. 
Shelves are empty and counters 
half bare. 

Proprietors greet native customers 
with great cordiality but are never 
too friendly or too anxious to press 
a sale otherwise. Outsiders are 
looked upon partly as necessary evils 
and partly as “suckers” who, regard- 
less of price and value, will buy if 
given enough time. In most towns 
quality merchandise is not available, 
and so critical have shortages of 
consumer goods become that many 
stores have been closed “for the 
duration.” Other stores have turned 
to junk jewelry and souvenir lines, 
on which the margin of profit is 
extremely high. 
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Prices are highly inflated, partly 
because of goods shortages and 
partly because of the willingness of 
soldiers to bid up the prices. The fol- 
lowing list of representative retail 
prices will illustrate the point on 
specific commodities: 


Item Current Price 
12g. Seca tere itd ae Fat $ 2.00 a dozen 
@ranvesh ace ence ceah 40 a dozen 
Almonds, candy covered. 1.50a lb. 
Spaghetti, plain cooked. .50aplate 
BOOMS wate sa yc see $1.20 to 2.00 each 
Gandlesieraceelie ae: 25 each 
Writing pad (814%4”x11”) 90 each 
Kodak, secondhand (Size 

O20) ane dee ean 29.00 each 
Camera, secondhand box 

(SizeZ0)ai. ce mes 8.00 each 
Shoes, women’s (of paper 

compounds sae eee 10.00 a pair 
Sweaters, women’s wool. 7.50 each 
SGainity Hethtai specie aeoe 4.00 each 
Hose, knee length. ...... 3.00 a pair 
Gloves knita-cm scsi. 4.00 a pair 


The foregoing table gives prices 
in dollars and cents, though the unit 
of exchange in Italy is the lira. 
Occupational currency has been is- 
sued ‘by the Allied Military Author- 
ity on the basis of one lira = one 
cent. No provision is made to cor- 
rect for exchange fluctuation or for 
Italian denominations in fractions 
of lire, e.g., centesimi. In addition 
to the inflation brought about by 
“bidding-up” the price, therefore, is 
the inflation represented by the 
rounding of fractional prices to even 
lire and by the disregarding of ex- 
change ratios. 

Striking is the low price of most 
personal services; this is to be ex- 
pected in a country where labor is 
cheap. Italians will often perform 
many hours of labor for a few 


American cigarettes. Fifty cents a 
day is a common payment for civil- 
ians employed by the military au- 
thority, although skilled workers, 
e.g., masons, get a dollar a day. 
Barber prices offer a good illustra- 
tion of service-trades prices and 
present an interesting contrast to 
those in the States. A representative 
schedule of prices for barber serv- 
ices would be: 


Fiaircuten sorte 7 cents 
Shavertor. se. aenete nee 10 cents 
Massag ele. creht aera 10 cents 
Shampooyrerecrecsee 10 cents 


Barber shops seem to be every- 
where. Usually a shop has three 
barbers, plus a shopboy whose job 
is to open the door for the customer 
and to make him feel at ease. Bar- 
bers seem to take pride in their 
trade and sometimes make relatively 
heavy investments in fixtures and 
equipment. More typical than elec- 
tric driers and fancy chairs, how- 
ever, are manual tools and wooden 
barber-chairs with movable saw- 
dust seat cushions. Conspicuously 
absent—even where native custom- 
ers are concerned—are the reading 
material and the barber-customer 
repartee which are so typical of 
American barber shops. The absence 
of barber poles is equally con- 
spicuous. 

Shoe-shine stands have sprung up 
everywhere—in ruined buildings, in 
doorways, and along the sidewalk. 
A fairly good shine costs five lire, 
but where American polish is used 
by the bootblack, at least ten lire 
are expected. 

In certain occupations personal 
services bring high compensation. 
One such personal service is that of 
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sightseeing guide. A guide with a 
moderate command of English can 
earn as much as two dollars for a 
thirty-minute trip. A second form 
of profitable personal service is 
laundering. Although an attempt has 
been made to control laundry prices 
to military personnel, it is an easy 
matter for a native to squeeze from 
one-and-a-half to two times the 
scheduled price. If a soldier insists 
on complying with standard prices, 
he runs the risk of having his 
repeat business poorly done or 
damaged. 

The scale of laundry prices is 
reasonable enough in terms of 
American levels. In terms of pre- 
vailing Italian wages, on the other 
hand, established prices are at a 
premium level. Typical prices are 
set forth below and apply both to 
direct and to sublet work: 


WACK Etaterietecnicie sietiete ene ee 10 cents 
DOUBT Eaciets aeuslers sloaa's eocbis 10 cents 
Wnderweatten.isceeiteneels 6 cents 
Coverall se pyes seers sees 10 cents 


Black markets are very common 
in Italy today. It has been said by 
some observers that practically every 
Italian home is now a part-time 
restaurant or wine shop. Children 
go out on the streets to drum up 
trade for the folks at home and 
find plenty of soldiers who are anx- 
ious to try native cooking. Most of 
the meat used in the “steak” dinners 
comes from the black market, where 
conditions are far from sanitary; in 
some areas such meats constitute a 
menace to health. Home “distilling” 
also is a lucrative type of black mar- 


ket activity. Cheap alcohol is diluted 
with water, flavored with cognac, 
bottled, sealed, labelled, and sold by 
street peddlers as “Cognac,” “Cham- 
pagne,” or “Brandy.” So extensive 
has the making of synthetic liquor 
become that the printing of labels 
and the making of seals are rapidly 
assuming the proportion of a major 
business. 

A real effort to smash the black 
market has been made by the Ameri- 
can Military Government. This 
agency has set up a general court 
to handle cases of major importance, 
a court which may impose sentences 
of death or of life imprisonment. 
Lower courts have jurisdiction over 
lesser violations involving sentences 
of from one to ten years. Middle 
courts also have been set up for the 
entire province to have jurisdiction 
over all other black-market cases. 
In several major cities special in- 
vestigators have been assigned the 
task of arresting violators of regu- 
lations and of confiscating black- 
market goods. How successful these 
attempts to crack the black market 
will be is a matter of conjecture. 
The failure of such extreme methods 
to break the black market in Ger- 
many and in her occupied areas is 
well known. The indifferent success 
of O.P.A.’s Enforcement Division 
also is well known. It seems very 
doubtful that the Italian black mar- 
ket can be effectively opposed or 
that substantial buffers can be set up 
against the impact of war disloca- 
tions on Italian marketing. 


| The Renegotiation Statute: 
How It Works 


Mortimer ANDRON 


Renegotiation Division, Army Service Forces 


HE other day I had occasion 

I to discuss renegotiation with 

a prominent industrial execu- 
tive from the Middle West. It did 
not take very long to discover his 
opinion on the subject, which was 
the same as that attributed by the 
late Calvin Coolidge to his minister 
on the subject of sin. He was 
“agin” it. 

The reasons for this attitude were 
more difficult to ascertain. He did 
not approve of war profiteering in 
principle; he recognized that in a 
war emergency, with the military 
services demanding war material in 
unprecedented volume and haste, 
excessive profits would necessarily 
result; he believed, nevertheless, 
that renegotiation was wrong psy- 
chologically, that it tended to dis- 
courage business enterprise, and 
that it would prove to have adverse 
effects on the possibilities of achiev- 
ing full employment after the war. 
He added that high excess profits 
taxes were sufficient to eliminate any 
danger of war profiteering. 

By this time, having warmed up, 
he proceeded to summarize many 
more of the criticisms which are 
frequently leveled at renegotiation. 
It operates in one direction only; if a 
contractor loses money, there is no 
adjustment provided. It penalizes 
companies that have converted 100 
per cent to war work by favoring 
competitors which have retained 


part of their civilian business. 
Finally, as a crowning stigma, the 
act is unconstitutional. 

These arguments, and others of a 
similar nature, are encountered al- 
most daily by the negotiators who 
are engaged in administering the 
Renegotiation Statute. Much has 
been written about renegotiation — 
more has been said. Some of the 
criticism is of “the principle is 
sound but it should not apply to me” 
variety. However, biased or not, the 
various arguments must be met. 


Designed to Limit War Profits 


Section 403 of Public Law 528 was 
enacted on April 28, 1942. At that 
time, it was the latest in a-series 
of Congressional measures designed 
to limit war profits. Its inspiration 
could be found in a widespread feel- 
ing among the American people that 
war profiteering is immoral, that 
such profiteering as was present in 
World War I should not be per- 
mitted to occur again, and that a 
way should be found to insure a 
more equitable sharing of the eco- 
nomic burden of the war. Thus, the 
primary source of popular support 
for measures which limit wartime 
profits is moral, rather than eco- 
nomic. 

This, however, is only one phase. 
Procurement officials, although pri- 
marily interested in speedy and 
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adequate production—‘enough and 
on time”’—are also interested in effi- 
cient production, production at low 
prices, a minimum of waste, and the 
most efficient utilization of the avail- 
able resources for the production of 
war material. The first two objec- 
tives are undoubtedly of greatest 
importance in the minds of the Ad- 
ministration leaders. The others are 
likely to be overlooked in the midst 
of the vast expenditures made to 
prosecute the war. Although profits 
are only a relatively small com- 
ponent of total price, they are, nev- 
ertheless, subject to extreme fluctua- 
tion, particularly in a period when 
demand is, for practical purposes, 
unlimited. In many cases profit con- 
trol, when viewed as a phase of 
price control, can result in substan- 
tial price reductions, which tend to 
reduce the debt burden which is 
being created. 

One result of renegotiation has 
been a substantial reduction in the 
cost of the war, with the recovery 
of large sums of money for the 
people of the United States—al- 
though the various Departments and 
Services consider the cash recovery 
phase of secondary importance. In 
hearings before the Senate Finance 
Committee on the Revenue Bill of 
1943, it was reported that up to the 
end of 1943 approximately $1,500,- 
000,000 net, after allowing for in- 
come and excess profits taxes, had 
been recovered by the various De- 
partments which administer the 
Renegotiation Statute. The gross 
amount recovered before allowing 
for taxes was more than $5,000,- 
000,000. 


Typical Renegotiation Procedure 


With these objectives in mind, let |} 
us consider the procedure that is | 
followed in a typical renegotiation. 
The Assignment Branch of the War 
Department Renegotiation Division, 
acting for the other Departments as 
well in the matter of assignments, 
secures from a great many differ- | 
ent sources the names of contractors | 
and subcontractors who are likely — 
to be engaged in war business. Each 
of these contractors receives a let- 
ter of preliminary inquiry request- 
ing that he estimate the amount of 
business which he did in his 1942 
fiscal year with the various Services 
of the War Department and with 
the Navy Department, Treasury De- 
partment, Maritime Commission, and 
(after the law had been amended in 
July, 1943) with the Reconstruction 
Finance Corporation and its subsidi- 
aries. On the basis of these estimates 
made by the company, a case is 
assigned to the Service which has 
the largest financial interest. 

This procedure was followed for 
all renegotiations up to the time of 
the passage of the Revenue Act of 
1943 in February, 1944: This act 
provides for mandatory filing of in- 
formation, on or before the first 
day of the fourth month following 
the close of the fiscal year to be 
renegotiated, by all contractors and 
subcontractors who are subject to 
the provisions of the Renegotiation 
Statute. The financial information 
to be filed is to take such form as 
the War Contracts Price Adjust- 
ment Board may prescribe. The 
Board has recently approved a form 
for this purpose which will shortly 
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be available for distribution at all 
field Price Adjustment Sections, as 
well as by certain other public and 
private agencies. If the contractor’s 
fiscal year closed prior to the en- 
actment of the Revenue Act of 1943 
he must file the information required 
on or before the first day of the 
fourth month following the month 
in which the Act was passed, that is 
to say, on or before June 1, 1944. 

The renegotiation function of the 
War Department is administered 
through the organization of the 
Technical Services of the Army 
Service Forces. Thus there are seven 
headquarters offices, one for each 
of the Technical Services of the 
Army Service Forces, where the 
renegotiation activity of the indi- 
vidual Service is supervised and di- 
rected. The Army Air Forces have 
two echelons of supervision, one at 
the Materiel Command Headquar- 
ters at Wright Field and the other 
in Washington. In addition to the 
headquarters offices, there are 38 
field offices through which the bulk 
of the renegotiations is completed. 
The Navy Department has five 
offices, and the Maritime Commis- 
sion, the Treasury Department, the 
War Shipping Administration, and 
the Reconstruction Finance Corpor- 
ation have one office each. The War 
Department Price Adjustment Board 
exercises general supervision over 
all renegotiation activities of the 
War Department, maintaining an 
office for this purpose in the Penta- 
gon in Washington. 

In addition to the organization de- 
scribed above, the recently estab- 
lished War Contracts Price Adjust- 
ment Board will coordinate the 


activities of all the various govern- 
mental departments engaged in re- 
negotiation. This new over-all board 
has been set up in accordance with 
the statutory requirements of the 
Revenue Act of 1943. It is expected 
that, as a result of the activities of 
the new board, even greater uni- 
formity in treatment among differ- 
ent contractors in the same industry 
will be achieved. 


Delegation of Authority to 
Close Agreements 


The Under Secretary of War has 
delegated authority to the Chiefs of 
the Technical Services and to the 
Commanding General, Materiel 
Command of the Army Air Forces, 
to conclude final renegotiation agree- 
ments with all contractors whose 
total sales were not in excess of 
$10,000,000 in the fiscal year being 
renegotiated. The Under Secretary 
has also given permission to the 
Technical Services and to the Air 
Forces to redelegate to the indi- 
vidual field offices the authority to 
conclude final renegotiation agree- 
ments with contractors whose total 
sales were not in excess of $5,000,- 
000 in the fiscal year being rene- 
gotiated. As a _ result of these 
delegations of authority, the work 
has been greatly speeded and a con- 
siderable amount of the red tape 
which would be involved in getting 
approval of a board in Washington 
on smaller cases has been eliminated. 
Under the new Act, the authority is 
originally given to the War Con- 
tracts Price Adjustment Board and 
redelegated by that Board to the 
various Departments through their 
respective Secretaries. 
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Information Supplied by 
Contractor 


After the case has been assigned to 
the appropriate Service, the com- 
pany receives from that Service a 
letter requesting copies of its an- 
nual financial statements for the 
years 1936 through 1942. Shortly 
after the Price Adjustment Board 
of the particular Service handling 
the case has an opportunity to re- 
view the financial statements sub- 
mitted, the company is invited to 
attend a preliminary meeting at 
which the additional information 
necessary for renegotiation is out- 
lined by the negotiator and dis- 
cussed with the representatives of 
the company. 

_At meetings of this type, every 
effort is made to minimize the ac- 
counting and clerical burden which 
will fall on the company. Methods 
to be employed in segregating the 
renegotiable sales, in allocating the 
applicable costs and expenses to such 
sales, and in computing the portion 
of Government business exempt 
from renegotiation during 1942 
under contracts completed and paid 
for prior to the date of the enact- 
ment of the Statute are discussed. 
In the absence of unusual difficulties, 
and if the accounting records of the 
company are reasonably adequate, 
the agenda can be covered in one 
afternoon. It is a very unusual case 
that requires more than one day for 
this preliminary meeting. The com- 
pany is given two or three weeks— 
perhaps longer if the task requires 
it—to prepare the information re- 
quested. In this period the company 


also draws up a brief setting forth 
its position with regard to the fol- 
lowing broad factors: 

1. Efficiency of contractor, with 
particular reference to attainment 
of quantity and quality produc- 
tion, reduction of costs, and econ- 
omy in the use of materials, facilities, 
and man power. 

2. Reasonableness of costs and 
profits, with particular regard to 
volume of production, normal pre- 
war earnings, and comparison of 
wartime and peacetime products. 

3. Amount and source of public 
and private capital employed and 
of net worth. 

4. Extent of risk assumed, includ- 
ing the risk incident to reasonable | 
pricing policies. 

5. Nature and extent of contri- 
butions to the war effort, including 
inventive and developmental contri- 
butions and cooperation with the 
government and other contractors 
in supplying technical assistance. 

6. Type of business, including com- 
plexity of manufacturing technique, 
nature and extent of subcontracting, 
and rate of turnover. 

These considerations were out- 
lined by the War Department Price 
Adjustment Board in 1942 in consul- 
tation with the Navy Department 
Price Adjustment Board and repre- 
sentatives of other interested De- 
partments. They have now been 
included in the Revenue Act of 1943, 
which was passed by Congress in 
February, 1944. They are the prin- 
cipal factors which must be weighed 
by the Price Adjustment Boards in 
each case in determining the amount 
of excessive profits to be recovered. 
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Material Analyzed by Board 


After the material submitted by the 
company has been carefully studied 
by members of the Price Adjust- 
ment Board, a meeting is arranged 
at which company representatives 
may present orally any additional 
information which was not included 
in their written memoranda. At this 
time, also, the negotiators and the 
representatives of the contractor 
may ask any questions or make com- 
ments tending to clarify any ma- 
terial submitted by the company. In 
the typical case, this phase of the 
proceedings is concluded in a morn- 
ing meeting. The negotiators then 
discuss the material among them- 
selves. (As a matter of policy at 
least two, and sometimes three or 
four men, one of whom must be a 
financial analyst, will represent the 
government in each case.) Since 
they have previously studied the 
written material presented by the 
company, it is only necessary to take 
into account any new material that 
may be presented at the meeting, or 
to give further consideration to any 
of the arguments which were per- 
suasive. 

When the problem which requires 
a solution has been defined, the con- 
tractor is asked whether he has come 
prepared to make an adequate settle- 
ment. If he has, and if his offer is 
within reason, it is obvious that com- 
pletion of renegotiation is greatly 
simplified. If he has not come pre- 
pared to make an offer, the meeting 
is usually adjourned for an hour 
or so. 

When the meeting resumes in the 
afternoon, the recommendation of 
the negotiators is presented to the 


company representatives. The chief 
negotiator gives the reasons which 
influenced his group in arriving at 
the amount proposed. The company 
representatives will often express 
shock and disappointment when the 
amount is mentioned. (However, 
they frequently confess privately, 
after the proceedings are over, that 
they think the amount proposed is 
quite reasonable. One contractor 
told the writer that he had been in- 
structed by his attorney as follows: 
“When the amount is proposed, 
whatever you think, for heaven’s 
sake, don’t look pleased.”) 

The rest of the afternoon is usu- 
ally devoted to a discussion of the 
proposal and the reasons advanced 
therefor. The company representa- 
tives then take the matter back to 
their Board of Directors, partners, 
or any others who must be consulted 
in the matter. The Price Adjustment 
Board is then notified of the com- 
pany’s decision within a relatively 
short period of time. 

Because a decision concerning the 
amount of the refund to be proposed 
is a matter of judgment and involves 
the weighing of many factors not 
subject to precise mathematical com- 
putation, the reasons given by the 
negotiators for arriving at the pro- 
posed refund are in some cases not 
acceptable to the contractor. Price 
Adjustment Boards are cognizant of 
this difficulty, but in many cases 
little can be done. The amount of 
excessive profits is not determined 
by the use of a mathematical for- 
mula, and hence cannot be derived 
in the same way that an individual’s 
income tax is computed. The Reve- 
nue Act of 1943 provides that, at the 
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request of the contractor, the Board 
shall furnish a written statement of 
the determination, setting forth the 
facts used as a basis therefor and 
the reasons for such determination. 
It remains to be seen whether such 
written statements, describing the 
factors considered by the negotiators 
in arriving at the proposed refunds, 
will be any more convincing to the 
contractors than were the oral state- 
ments on the same subject. 


Procedure if Contractor Agrees 


If the contractor agrees to the pro- 
posal made, the Price Adjustment 
Board then prepares and sends to 
the company a standard form of re- 
negotiation agreement setting forth 
the amount due and the terms of 
payment. For fiscal years ended 
prior to July 1, 1943, a clause is in- 
cluded which is designed to effect 
price reductions likely to prevent 
the accumulation of excessive profits 
in the future. The Revenue Act of 
1943 makes price reductions optional 
as an integral part of renegotiation. 
It is intended that pricing policies 
of the procurement officers will be 
tightened in the future. To facilitate 
the work of the procurement officers, 
the new Act grants additional pow- 
ers to insure correct pricing on 
future deliveries. The contractor is 
also instructed concerning the pro- 
cedure to be followed in securing his 
income and excess profits tax credit 
applicable to the proposed refund. 
If the renegotiation has taken place 
after the contractor has filed his 
Federal income tax return for the 
year under discussion, he continues 
to make the payments called for in 


the tax return and merely pays to 
the Price Adjustment Board the 
difference between the gross amount 
of the refund and the tax applicable 
to that refund. 


Refunds Considered as Price 
Reductions 


Refunds secured under renegotia- 
tion proceedings are considered as 
price reductions, and as reducing the 
company’s sales figure, as well as its 
profits. By this means, the emphasis 
is placed on price reductions as an 
aid to sound procurement rather 
than on the net amount recovered 
by the United States Treasury. The 
negotiators attempt to secure price 
reductions on future deliveries, as 
well as refunds of excessive profits 
earned in prior fiscal years. If the 
contractor can demonstrate that he 
has made such price reductions in 
the fiscal year being renegotiated 
that a portion of his “excessive 
profits’ has been voluntarily elimi- 
nated, his profit margin on sales is 
likely to be higher than that of a 
contractor who has kept his prices 
high in spite of a reduction in unit 
cost due to increasing output. In 
general, the Board takes the position 
that a contractor who has priced 
closely has taken a greater risk than 
a contractor whose profit margin is 
large enough to cover any foresee- 
able contingency. 

Some difficulty is encountered by 
the negotiators in cases in which a 
company has an established price 
structure which is listed in cata- 
logues and has been maintained over 
a number of years. Many companies 
in such a situation prefer to make 
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cash refunds of excessive profits 
after they have been earned rather 
than reduce prices in advance and 
thus destroy a price structure which 
they have been able to maintain for 
a number of years by means of ad- 
vertising, monopolistic features in 
their industry, or for other reasons. 
Companies are more likely to hold 
this position if they manufacture 
articles which are sold both to civil- 
ians and, for war purposes, to gov- 
ernmental departments. A drop in 
the quoted price means a price re- 
duction to civilians as well as to the 
government. 

The solution to this problem is 
sometimes found in preferential dis- 
counts given on government busi- 
ness. However, in the case of some 
lower-tier subcontractors it is not 
always possible to determine the end 
use of the product manufactured. 
Preferential governmental discounts 
do not meet the requirements of 
such companies, and consequently a 
compromise solution is worked out 
between company representatives 
and government negotiators. The 
company may be faced with the 
choice of getting a higher profit 
margin on renegotiable business as 
a result of price cuts, or getting a 
lower profit margin on renegotiable 
business because of its unwillingness 
to disturb its price structure. 

If the company agrees to the pro- 
posal made, the Price Adjustment 
Board prepares its report for sub- 
mission to the central agency at 
Washington. In cases in which au- 
thority has been delegated to a par- 
ticular field office, the agreement 
may be finally signed for the gov- 
ernment by that office if the contrac- 


tor’s total sales were not in excess 
of $5,000,000. If the total sales were 
more than $5,000,000 but not in ex- 
cess of $10,000,000, the renegotia- 
tion agreement proposed by the ne- 
gotiator in the field. office must be 
approved by the representative of 
the Chief of the Technical Service 
at the headquarters office. In cases 
in which the contractor’s total sales 
were in excess of $10,000,000, the ~ 
agreement is not finally ratified until 
it has been approved by the War 
Department Price Adjustment Board 
in Washington. This approval is 
necessary in such cases regardless 
of the particular Service from which 
the case originates. 

The agreement signed by the com- 
pany and the report of the field 
office negotiators are reviewed by 
the financial and legal staffs of the 
War Department Price Adjustment 
Board, regardless of whether or not 
the agreements have been finally 
approved for the United States Gov- 
ernment by the field office under 
delegations of authority from the 
Under Secretary of War. The 
Financial Review Section of the 
War Department Price Adjustment 
Board thus has records available of 
all settlements made by all the vari- 
ous field offices throughout the 
country and is able to utilize this 
information in studying the com- 
parative treatment given to various 
companies. 


Procedures if Contractor 
Refuses to Agree 


If the company refuses to agree to 
the proposal made, the Price Ad- 
justment Section or Board prepares 
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its report for submission to head- 
quarters in Washington, unaccom- 
panied by a signed agreement on 
behalf of the contractor. The re- 
port in most respects contains the 
same material that would have been 
included had the contractor agreed 
to the proposal of the negotiator. 
The contractor’s contentions and the 
reasons which he offered for refus- 
ing to agree to the proposal are set 
forth in detail. Likewise, the reasons 
for the position taken by the field 
negotiator are outlined. The report, 
in this form, goes to the head- 
quarters of the Technical Service 
handling the case. Thus, for ex- 
ample, if the case were originally 
handled by the New York office of 
the Quartermaster General, the re- 
port of the impasse would be sent 
to the Washington office of the 
Quartermaster General, where it 
would be reviewed by the staff of 
negotiators and analysts maintained 
at that office. In most cases, a meet- 
ing with the contractor would be 
held by 
Quartermaster General’s Washing- 
ton office, at which an attempt would 
be made to work out a settlement. 
The contractor would be given an 
opportunity to present his side of 
the case and a discussion of the 
points of disagreement would take 
place. 

If the headquarters office of the 
Technical Service does not reach an 
agreement with the contractor, the 
case is then referred as an im- 
passe to the War Department Price 
Adjustment Board. Here the case is 
again reviewed by a Staff Panel of 
the Board, and another meeting may 


representatives of the. 


be held with the contractor at which 
he has a further opportunity to 
present his side of the case. The 
Staff Panel of the Price Adjust- 
ment Board carefully reviews all 
the information which has been sub- 
mitted by the contractor in connec- 
tion with the previous hearings, and 
discusses the various contentions of 
the contractor and the points of dis- 
agreement. 


Most Renegotiation Agreements 
Voluntary 


Testimony to the success of the re- 
negotiation procedure is found in 
the fact that the great majority of 
the cases have been settled on a 
voluntary basis. Of 19,852 assign- 
ments in 1942, 17,480, or 88 per cent, 
had been completed by the middle 
of March, 1944. Most of the rest 
were in various stages of comple- 
tion; very few of the total cases 
assigned had reached the impasse 
stage and only a small fraction of 
1 per cent of the total cases assigned 
were sent on by the War Depart- 
ment Price Adjustment Board to 
the Under Secretary of War for 
unilateral determination. 

When a unilateral determination 
is made, funds due the company may 
be withheld by the government in 
order to satisfy the claim against 
the company for the amount of ex- 
cessive profits determined. Under 
the Revenue Act of 1943, the con- 
tractor has the right to appeal to 
the Tax Court of the United States 
for a de novo determination of the 
amount of excessive profits accumu- 
lated in cases in which a unilateral 
determination has been made. 
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Procedure to Eliminate Injustice 
to Contractor 


It is believed that the procedure de- 
scribed above eliminates the possi- 
bility of substantial injustice being 
done to a contractor because of the 
recovery of too large a portion of 
his profits. While it is perfectly true 
that fine adjustments, as between 
different firms in the same or related 
industries, do not always give results 
which are satisfactory to all parties, 
the experience in the processing of 
over 17,000 companies for the 1942 
fiscal year has resulted in com- 
paratively few charges of unfair 
treatment in view of the number of 
companies involved. Not one of 
four successive Congressional in- 
vestigations and public hearings on 
the subject of renegotiation has dis- 
closed a single instance in which the 
contractor could successfully con- 
tend that substantial injustice was 
done in his case. While some busi- 
nessmen are vociferous in their 
criticism, they are in the minority. 
Farseeing businessmen realize that 
widespread public indignation over 
war profits such as those which were 
accumulated during the first World 
War might provide the grounds for 
severely repressive measures di- 
rected against private enterprise 
after this war. Even after renego- 
tiation and Federal taxes, the level 
of business profits in 1942 was suf- 
ficiently high to belie the accusation 
that renegotiation is so harsh as to 
discourage business enterprise. 


Justification of Renegotiation 
Procedure 


To the extent that renegotiation 1s 
instrumental in helping to keep the 


price level down, it may have a 
tendency to increase the possibilities 
of achieving full employment in a 
free enterprise system after the war. 
A high level of employment cannot 
be achieved as a result of the ac- 
cumulation of large reserves by 
business enterprise. Full employ- 
ment in a free enterprise system can 
be achieved over a period of time 
only if monopoly elements in the 
economy are either broken up or 
so regulated that competitive prices 
prevail. There is little basis for the 
contention that business enterprise 
will maintain full employment after 
the war by wage payments out of 
reserves accumulated during the war 
from excessive profits. 

The financial data accumulated 
by the various Price Adjustment 
Boards indicate that high excess 
profits taxes alone will not eliminate 
the danger of war profiteering. A 
tax rate which is too high discour- 
ages efficiency, inasmuch as the con- 
tractor is not permitted to keep a 
large enough portion of the savings 
effected by means of efficient man- 
agement. On the other hand, many 
companies which supply products 
used in the war effort have increased 
their sales volumes and dollar profits 
to so great an extent that to permit 
them to retain even 10 per cent or 
20 per cent of the profits accumu- 
lated would subject them to the 
charge of war profiteering. 

The subject of the constitution- 
ality of the Renegotiation Statute is 
too complex and specialized a topic 
to discuss here. Suffice it to say 
that our legislative history, having 
its roots in common law, provides 
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ample precedent for the principle 
that any business is subject to regu- 
lation, including fixing of prices and 
profits, in case monopoly elements 
are present and the public interest 
and welfare are involved. In war- 
time, the demand for industrial pro- 
duction for war purposes is so great 
that, in effect, each individual firm 
partakes of the characteristics of a 
monopoly; since the very national 
existence is involved in securing 
maximum production, prices and 
profits may be controlled and limited 
under the Constitution. 


As a permanent addition to our 
national economic life, the Renego- 
tiation Statute would have disastrous 
consequences to free enterprise. As 
a temporary wartime expedient, re- 
negotiation may prove to have bene- 
ficial results far-reaching in their 
effect. Indeed, the most vocal busi- 
ness critics may one day look back 
upon the Renegotiation Statute as 
the one most important wartime 
measure which contributed to the 
preservation of the good name of 
the private enterprise system in the 
minds of the American people. 


The Railroads’ War Achievement.—The roads have had not only to 
handle an enormous expansion in their usual business; they have had to take 
up burdens which other transportation agencies, through no fault of their 
own, have been compelled to put down. A striking example has been the 
effort by which the railroads prevented the oil shortage in the East from 
developing into a crisis of the first magnitude. Before the war 95 per cent 
of the gasoline and oil for the East came by sea in tankers. The railroads 
delivered only about 10,000 barrels a day. Experts said that in an emergency 
they might be able to raise this to 200,000 barrels. Then the U-boats struck. 
Tankers were sunk or diverted to supply distant fronts. By the end of June, 
1943, the railroads were delivering oil to the East at a rate of more than 
1,000,000 barrels a day, one hundred times the pre-war volume, and at re- 
duced freight rates. 
—From the October Letter of the National City Bank of New York 


The Institute of Life Insurance recently reported that savings of the 
American people, in the form of war bonds, savings deposits, and life in- 
surance, increased more than 50 per cent in the first two years of the war. 
At the beginning of 1944, the aggregate of such savings amounted to 
$91,000,000,000, a figure higher than the total national income in any year 
prior to the war. These savings have absorbed nearly two-thirds of the 
amount by which the national income in this period, after deduction of in- 
creased taxes, has exceeded prewar levels. 


‘Termination of War Contracts 


TuorntTon Lewis 


Chief, Public Service Branch, Readjustment Division, 
Army Service Forces 


HE termination of war con- 
| tracts, the disposal of surplus 
property, the reconversion of 
plants, and the subsequent return 
of American industry to the produc- 
tion of civilian goods constitute a 
gigantic and challenging array of 
problems, certainly as great as, and 
some think even greater than, the 
gearing up of this same industrial 
machine for war. The very fact that 
the Herculean nature of this job has 
been recognized thus early and that 
vigorous steps have been taken on 
the road to its accomplishment is 
most encouraging and should be a 
matter of great satisfaction to in- 
dustrial America and to the people 
generally. For in this situation we 
find the executive and the legislative 
branches of the government, the 
various procurement services, and 
business and industry in almost com- 
plete agreement, not only as to the 
magnitude of the problem but also 
as to the broad principles involved 
in its solution. Indeed, this agree- 
ment goes much further than broad 
principles; already details concern- 
ing the settlement of many phases 
of the question have been worked 
out and more are being added to 
this list as experience and study 
reveal the answers. And that is as it 
should be, because speed and prompt 
action in the matters of termination 
settlements and disposition of sur- 
pluses lie close to the heart of the 
whole vast problem. 


Contracts are already being termi- 
nated in very considerable volume, 
as a result of the changing condi- 
tions of war and the necessity for 
changing the production program to 
meet them. 


Joint Contract Termination 
Board Established 


Within the office of the Director of 
War Mobilization, James F. Byrnes, 
there has been established a unit 
headed by Bernard M. Baruch, as- 
sisted by John M. Hancock. Among 
the early accomplishments of this 
unit was the setting up of the Joint 
Contract Termination Board. This 
board, of which Mr. Hancock is the 
Chairman, is composed of represen- 
tatives of the major war procure- 
ment agencies—namely, the War, 
Navy, and Treasury Departments, 
the Maritime Commission, the Re- 
construction Finance Corporation 
Subsidiaries, the Smaller War 
Plants Corporation, and the Foreign 
Economic Administration. The ob- 
jective of the Board is to stand- 
ardize the procedures and policies 
relating to the termination of war 
contracts and the disposition of sur- 
plus property. The Readjustment Di- 
vision, Headquarters Army Service 
Forces, is the War Department 
agency which has been assigned this 
problem. It is the conviction of the 
War Department that the fair and 
final adjustment of terminated con- 
tracts must rest on these principles: 
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Termination adjustments of fixed- 
price contracts must be effected by 
negotiated agreements. 

Negotiations must be final and not 
subject to reopening by any.agency, 
except for fraud. 

Negotiations must be decentral- 
ized and be conducted by the pro- 
curement agencies. 


Policies Listed 


To give effect to these broad prin- 
ciples, a number of definite policies 
have been formulated, tried out, per- 
fected, and made part of the body of 
official regulations. The Joint Con- 
tract Termination Board, through 
subcommittees working on specific 
phases of the problem, is adding to 
the list of settled, approved pro- 
cedures as rapidly as answers are 
found. 

Among the more important of 
such policies are the following: 

1. Uniform contract termination 
clause. 

2. Statement of principles for the 
determination of costs. 

3. Method of dealing with subcon- 
tractors. 

4. Over-all company settlement. 

5. Interim financing. 

6. Review and appeal procedure 
available to the contractor. 

7. Rapid disposal of 
property. 

8. Education and training in ter- 
mination procedure for both govern- 
ment personnel and contractor per- 
sonnel. 

Only the first two of the fore- 
going policies have been reduced to 
official regulation and promulgated 
by the Director of War Mobiliza- 


surplus 


tion; these relate to fixed-price con- 
tracts. However, much work has 
been done in developing the other 
policies and it is expected that the 
formal adoption of several other 
phases of the program will be an- 
nounced shortly. 

A brief discussion of these poli- 
cies and the trend of thought con- 
cerning them is presented in the 
following sections. 


Uniform Termination Clause 


The Uniform Contract Termination — 
Clause will be used in all new con- 
tracts made by the procuring agen- 
cies after February 20, 1944, and 
may be inserted in all existing con- 
tracts at the option of the contrac- 
tor. It provides for a negotiated set- 
tlement without rigid restrictions. 
Should the contracting officer and 
the contractor be unable to agree 
on the terms of settlement by ne- 
gotiation, then the Uniform Termi- 
nation Clause would provide a for- 
mula. Should this course also fail, 
it is provided that the contractor 
may appeal to the courts. It is ex- 
pected that new legislation may pro- 
vide an alternative to court pro- 
cedure by authorizing an Appeals 
Board. 

The Statement of Principles for 
the Determination of Costs applies 
to costs which will be allowed in 
settlements based on the formula 
method referred to in the foregoing 
paragraph. 


Dealing With Subcontractors 


The method of dealing with subcon- 
tractors has received and is now 
receiving the most careful attention 
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and study. At present the procure- 
ment services can deal with the 
prime contractor only. It seems de- 
sirable that enabling legislation be 
enacted which will allow, but not 
require, the services to deal with 
subcontractors when that course 
seems to promise a speedier and 
more satisfactory solution of the 
questions involved in any particular 
settlement. A uniform termination 
clause for subcontractors is also 
being closely studied. Obviously the 
government must have authority to 
deal with subcontractors if over-all 
company settlements are to be made 
a part of the program, because in 
literally thousands of cases one com- 
pany is both a prime and a sub- 
contractor. It is on this question of 
over-all settlement with one com- 
pany that some of the most diligent 
work is being done; the method 
offers intriguing possibilities for 
cutting through and getting the job 
done quickly if—and the “if” is a 
big one—a safe and sure way can 
be found around the pitfalls such a 
method of settlement entails. All 
sorts of problems could arise from 
an effort to cut through the contract 
chain, since many manufacturers 
will prefer to deal with their own 
subcontractors and confusion worse 
confounded might result if they 
found the government procurement 
agencies negotiating over-all settle- 
ments ahead of them. 


Interim Financing 


Interim financing for contractors is 
regarded as a vital part of the whole 
program. Here again the adoption 
of final policy must await enabling 


legislation by the Congress. It is 
hoped that payment of 90 per cent 
of approved prime contractor claims 
and 100 per cent of approved sub- 
contractor claims will be authorized. 

Any payment made by the gov- 
ernment in excess of the amount 
finally allowed in the settlement 
would bear interest. Also interest 
would be paid to the contractor on 
the unpaid portion of his termina- 
tion claim, starting 30 days after 
date of termination. Moreover, ma- 
chinery has been set up to provide 
to the contractor, through banks, 
loans which would be guaranteed 
up to 90 per cent by the government. 


Review and Appeal Procedure 


Although Review and Appeal Pro- 
cedure will be provided, experience 
has already indicated that a nego- 
tiated settlement can be reached in 
practically all cases. It is proposed 
that each negotiated and formula 
settlement requiring payment of 
more than $50,000 gross be reviewed 
by a board within the services be- 
fore the agreement is made final. 
Thus the government will be af- 
forded a measure of protection, just 
as the contractor has the appeal 
procedure described above as his 
recourse. 


Disposal of Surplus Property 


The rapid disposal of surplus prop- 
erty is important to all contractors, 
and in many cases it becomes one of 
the most important phases of termi- 
nation procedure. Plants cluttered 
with surplus materials belonging to 
the government would find it diffi- 
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cult to change over to a different 
manufacturing program. Therefore, 
it is proposed that the contractor 
have the right to move any such 
surplus at any time after termina- 
tion and to store it at his own risk 
and expense. Moreover, when the 
contractor presents the schedule of 
his inventory, in whole or in part, 
he may make demand upon the gov- 
ernment to remove it and to store 
it at the risk and expense of the 
government. A central department 
headed by Mr. W. L. Clayton has 
been set up within the Office of War 
Mobilization to determine policies 
and to administer the disposal of all 
government property declared sur- 
plus by any government agency. 


Education and Training 


Education and training in termina- 
tion procedure are already well ad- 
vanced. Schools have been held in 
Washington to train key govern- 
ment personnel and others are being 
projected; the procurement services 
have held and are currently holding 
similar schools in the field for the 
training not only of their own per- 
sonnel but also of contractors’ em- 
ployees who will handle termina- 
tions. Soon there will be issued by 
the War Department a Contractor’s 
Guide designed to answer the con- 
tractor’s questions and to assist him 
and his organization in preparing 
for termination. This will be strictly 
a contractor’s publication and will 
contain no instructions to govern- 
ment personnel. 

There is much that every holder 
of either a prime or a subcontract 
can do against that future day when 


his war contracts will be canceled. 
The War Department advocates the 
setting up of a unit in each contrac- 
tor’s organization whose function it 
will be to study the whole question 
of termination and to be thoroughly 
familiar with methods, policies, and 
procedures. If personnel thus trained 
are ready with a plan, the actual 
termination and its attendant prob- 
lems may be dealt with promptly 
and effectively. Among the matters 
which can be handled by such a 
group—long before actual termina- 
tion—are such things as the assem- 
bling of the forms which will be 
needed to notify subcontractors and 
vendors; the devising of methods for 
taking the inventories; the prepa- 
ration of inventory forms and forms 
for final statements of charges. All 
these projects, as well as many more 
which are peculiar to the business 
of the individual contractor, may be 
worked out in advance. To pursue 
the matter further: In many cases 
there have been changes and modi- 
fications of contracts and the au- 
thorization pertaining to these 
matters has been left in a nebulous 
condition. This state of affairs has 
resulted in obsolescence of inven- 
tories. Such informal agreements 
can be made legal and formal; ob- 
solete inventories can be disposed 
of; loose ends can be tied up so 
that when termination day comes 
the package will be neatly wrapped. 
This phase of the whole question 
will greatly repay the close atten- 
tion of all contractors. 

Certainly it is desirable that every 
contractor who has other contractors 
working for him see to it that these 
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suppliers are aware of the pro- 
cedures which will govern termi- 
nation and thus, by some effort in 
advance, settlements can be expe- 
ditiously made and unnecessary de- 
lays avoided. It may often happen 
that contractors and subcontractors 
will desire to purchase government- 
provided equipment and materials. 
Such matters can be worked out in 
advance and held in readiness when 
termination comes. 


Termination Steps Detailed 


If adequate preparation for termi- 
nation has been made in advance, 
only three major steps remain to be 
taken by the contractor when termi- 
nation notice is received: 

1. He must stop all work in his 
plant and in the plants of his sub- 
contractors and suppliers on the 
specified date. 

2. He must take an inventory of 
government-owned property and of 
all other property concerning which 
a claim is to be made against the 
government in connection with the 
termination of a given contract. 


Similar action should be taken by all 
subcontractors involved. 

3. He must prepare a statement of 
charges, including the claims of sub- 
contractors and suppliers, and on 
the basis of these figures negotiate 
a settlement of the charges with the 
contracting officer concerned. 

In addition there are several 
minor steps, all of which are set 
forth in detail in War Department 
Procurement Regulations Nos. 7 and 
15. The personnel who make up the 
termination unit of the contractor 
should become thoroughly familiar 
with these two regulations and all 
other related governmental pro- 
cedure; also these persons must keep 
constantly up to date on all de- 
cisions concerning termination as 
these policies are adopted and pro- 
mulgated. 

This brief article cannot, of 
course, even approach the scope of 
the vast question of industrial de- 
mobilization; it simply purports to 
show that the problem has already 
been seriously studied, and that 
much more than a beginning has 
been made. 


According to estimates made by the Tax Institute the cost of the present 
war is approaching a trillion dollars, between two and three times the total 
cost of World War I. Russia is estimated to have spent $140 billions, the 
United States $106 billions, and Great Britain $58 billions, whereas the total 
for Germany alone is set at $218 billions, exclusive of the indemnity and 
loot from occupied countries. The Allied and Axis totals to date are not far 
apart. By the end of 1944, the total cost to all countries involved will be 
close to $900 billions and it will probably pass the trillion mark in 1945. 


Where to Turn for Information 


CHESTER R. ANDERSON 


Department of English, University of Illinois 


0 you have to make a speech 
D next month? Or write an 
article? Fortunately or un- 
fortunately, businessmen frequently 
have to do both, and not all the in- 
formation needed can be kept in 
the office. That means using the li- 
brary as a starting place for study. 
But the modern library is not the 
simple library of yesterday which 
consisted of a few volumes. The 
wide range of information available 
requires a means of access to it. 
This means is furnished by various 
guides and indexes, which are the 
tools of the good and speedy worker. 
They tell him where to turn quickly 
for information. They help him to 
avoid hunting for hours for a fact 
that could be found in a few minutes. 
But even the system of guides and 
indexes has become so elaborate that 
it is often confusing to the casual 
worker. The purpose of this article 
is to suggest the most basic general 
sources. This short selected general 
list constitutes a starting point for 
any investigation. It will suffice for 
the ordinary speech or paper, or it 
will point the way for a more de- 
tailed search into specific divisions 
of business. The businessman is 
often concerned with the latest in- 
formation; this list accordingly 
emphasizes periodicals because mag- 
azines, newspapers, and bulletins 
contain much information that never 
appears in books or that is still too 
recent to have been published in 
book form. 


Encyclopedia Americana: Excellent 
general encyclopedia, especially strong 
in business, science, and government. 
Kept up-to-date by its supplement, 
Americana Annual. 

If the Americana is not available, 
use the Britannica, which gives an ex- 
haustive treatment of almost every 
topic of general interest. 

An encyclopedia is always a good 
starting point in the search for infor- 
mation, not only because of the thor- 
ough and excellent material found 
there, but because at the end of many 
articles there are bibliographies which 
speed further research. 


Encyclopedia of the Social Sciences: 
Contains articles written by specialists 
covering the whole field of the social 
sciences. Especially useful to the busi- 
nessman in the fields of political sci- 
ence, economics, and possibly in law, 
geography, and social work. Good bib- 
liographies. 

United States Catalog: Author, sub- 
ject, and title index of all books pub- 
lished in the U. S. prior to Jan. 1, 1928. 
Cumulative Book Index: Annual sup- 
plement to the United States Cata- 
log. Published monthly and cumulated 
each year. Broadened to include books 
published in English throughout the 
world. Should be used to find the 
newest books on any subject. 


Public Affairs Information Service: 
Probably the most useful and practical 
general index for the businessman. 
Indexes over 900 periodicals, as well 
as many books, pamphlets, government 
documents, etc., in the field of political 
science, economics, sociology, com- 
merce, and finance. Known as PAIS. 
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Industrial Arts Index: A technical 
and industrial subject index to a se- 
lected list of engineering, trade, and 
business periodicals, books, and pamph- 
lets. More specialized in the industrial 
field than PAIS, but not so technical 
as the Engineering Index and does not 
contain so many foreign titles. The 
first source for general industrial sub- 
jects, although if time permits it should 
be used in conjunction with PAIS. 
Readers Guide to Periodical Litera- 
ture: Indexes general, nontechnical 
periodicals. Touches business primarily 
in the field of economics. Not a prolific 
source of information for specialized 
business subjects, but oftentimes help- 
ful for general business subjects. 
Accountants Index: Bibliography of 
all accounting literature printed in 
English. Increasing attention given to 
Canadian, British, and Australian 
articles. Beyond the 5th edition, 1939, 
use supplements in the Journal of Ac- 
countancy until the next complete 
edition is published. Most important 
source for accounting references. 
Engineering Index: Especially useful 
to industrial management men in busi- 
ness. Articles on such subjects as pro- 
duction, management, report writing, 
etc., will be found in some excellent 
magazines. Indexes the best technical 
and engineering publications, including 
foreign. 

Agricultural Index: With business so 
closely joined with agriculture, this 
index opens the door to source ma- 
terial not only in farm periodicals but 
also in some books, bulletins of experi- 
ment stations, Department of Agricul- 
ture, and universities, both foreign and 
domestic. 

New York Times Index: An index to 
the thorough New York Times. Ap- 
plies indirectly to all newspapers since 
they all handle current news on the 
same dates. 


Ayer’s, Directory of American News- 
papers and Periodicals: Detailed in- 
formation about publications, including 
trade, class, technical, religious, fra- 
ternal. Gives circulation figures, date 
of publication, size of page. Descrip- 


tive and statistical matter about each 


state, county, and city, such as size, 
population, products, etc. Has some 
good maps. 

Boyd, A. M., U. S. Government Publi- 
cations: Comprehensive guide to the 
use of the myriad of government 
publications. 

Schmeckebier, L. F., Government Pub- 
lications and Their Use; 2d ed.: 
Another good guide to government 
publications. More recent than’ Boyd 
but not so comprehensive. 

Monthly Catalogue, U. S. Public Docu- 
ments: A current, up-to-date listing 
of all government publications. Sup- 
plements the Document Catalogue, 
which is the permanent and complete 
catalogue of all government publica- 
tions but does not appear regularly. 
Berg, Bibliography of Management 
Literature: For quick use in the man- 
agement field. 

Accounting and Business Dictionary, 
2d ed., 1940: An encyclopedia of ac- 
counting, financial, and miscellaneous 
business terms. 

Thomas’ Register of American Manu- 
facturers: The place to find who man- 
ufactures what, and where. 

Statistical Abstract of the U. S.: A 
digest of the most important statistical 
data gathered in the U. S—population, 
education, finance, utilities, commerce, 
transportation, etc. Similar publications 
are issued by many foreign govern- 
ments. For more detailed data, see 
Census reports. 

Statesman’s Yearbook: Descriptive and 
statistical information about the gov- 
ernments of the world, including size, 


political aspects, financial and industrial 
data. Good bibliography for further 
study. 


Market Data Book: Primary informa- 
tion on industrial and trade markets, 
and the business publications serving 
them. 

World Almanac: A yearbook giving 
up-to-date facts and figures over an 
enormous range of subjects. Usually 
reliable. Available in any library. A 
useful, inexpensive book to own. 

A Manual of Style, 10th ed., Univer- 
sity of Chicago Press, 1937: Probably 
the most widely used authority for 
manuscript and printing preparation. 
Newark (N. J.) Public Library busi- 
ness publications: The Newark Library 
has been outstanding in publishing 
various classified lists of business 
source material. E.g. Business Litera- 
ture, a monthly sheet specializing in 
some one division of business; Busi- 
ness Directories: A Key to Their Use; 
Business Information and Its Source, 
business sources in special fields: The 
Business Bookshelf; Business Maga- 
zimes Classified by Subject. Ask your 
librarian what Newark publications are 
available. 


These general guides will lead the 
way into any specialized fields de- 
sired. Every field has its own basic 
source, such as Moody and Poor in 
securities, Best in insurance, Labor 


OPINION AND COMMENT 


Relations Reporter, and Standard 
Federal Tax Service, but such de- 
tailed titles are beyond the scope of 
this article. 

Remember that using an index is 
a bit like a peanut hunt. If you do 
not find material under one head, try 
another. There is probably another 
logical key word. For instance, ref- 
erences on “correspondence” will 
not be found under that head, or 
under “letter writing” or “business 
letter writing” or “business corre- 
spondence,” but under “commercial 
correspondence.” 

No attempt has been made to ex- 
plain the organization of each refer- 
ence. A glance at the prefatory 
pages of each source will tell 
whether the entries are listed under 
author, title, or subject—or under 
all three—what magazines are in- 
dexed, whether books, pamphlets, 
etc., are included, and what the ab- 
breviations mean. For further in- 
formation, ask the libarian. That is 
her business, and she will be glad to 
help. In fact, before starting to 
work, ask the librarian if she has a 
special bibliography on your subject. 
You may be pleasantly surprised. 

Good luck on your next paper— 
and may this article help to speed 
its preparation! 


(Reprints of the above article may be secured by addressing the Bureau of 
Economic and Business Research, 205 Commerce Bldg.) 


Government expenditures reached an all-time high of $8.5 billions in 
March, 90 per cent of which was war spending. A slight decline in the 
public debt for the month is attributed to the absence of major government 
financing. Total income tax receipts amounted to $5.9 billions, and war bond 
redemptions were about 36 per cent of sales for the month. 


